Relationship of Reward and Other Equity Factors to Employee Effort and Satisfaction by Palovik, John Lee
THE RELATIONSHIP OF REWARD AND OTHER EQUITY 
FACTORS TO EMPLOYEE EFFORT AND 
SATISFACTION 
By 
JOHN LEE PALOVIK 
Bachelor of Science 
Oklahoma State University 
Stillwater, Oklahoma 
1972 
Submitted to the Faculty of the 
Department of Administrative Sciences 
College of Business Administration 
Oklahoma State University 
in partial fulfillment of 
the requirements for 
the Degree of 
MASTER OF BUSINESS ADMINISTRATION 
December, 1975 
THE RELATIONSHIP OF REWARD AND OTHER EQUITY 
FACTORS TO EMPLOYEE EFFORT AND 
SATISFACTION 
Report Approved: 
~ 
Head,~ 
ii 
ACKNOWLEDGMENTS 
I would like to express my appreciation to those who made completion 
of this study possible. 
I express special appreciation to Dr. Dennis Middlemist, who un-
selfishly donated his time, knowledge and encouragement. Dr. Middle-
mist's expertise and guidance were crucial to completion of this 
research. 
Another cooperative and essential group were those who responded 
to the questionnaire. Their help and that of their supervisor, made 
this study possible. 
Finally, my deepest appreciation goes to my wife, Milessa, whose 
understanding and sacrifices have been vital to realization of this 
goal. 
iii 
TABLE OF CONTENTS 
Chapter Page 
I. BACKGROUND. . • • • • . . . . . . . 1 
Introduction . . . . . . . . . . . . . 1 
Hourly Underpayment. . . . . • . . . . . • . . 2 
Hourly Overpayment . . • • . . . . . • . 3 
Intrinsic and Extrinsic Inequity . . . . . . . . . 4' 
II. CRITICISMS AND ISSUES UNRESOLVED. . . . • . . . • 5 
Task Inefficiency. . . . . • . • 5 
Unavailable Other. • . . . . . . . . . . . . 6 
Self Esteem and Insecurity Effects . . . 6 
Purposes of Study. . . . . . . • . . . . . . . 7 
III. RESEARCH DESIGN & HYPOTHESES. . • . . . . • . 9 
Hypotheses • . • . . . . • • . . • . . . . • 9 
Subjects . . . . . . . . . . . . . . . . . . 11 
Instruments. . . . . • • . . . . . • . . 12 
Procedures . . . . . . . . . . . . • . . . . . 14 
IV. ANALYSIS OF DATA. • . . . • • . . . . • . . . . • • . 17 
Hypothesis One . . . • . . . . • . . . . . . • • . 17 
Hypothesis Two . . . . . • . • . • • • • . . 18 
Hypothesis Three • . . . . . . • • . . . . 19 
Hypothesis Four. • . • . . . . • . . . . • . . . 20 
Other Findings . . . • . • • . • . . . . 21 
v. DISCUSSION AND SUMMARY. . . . . . . . . . . . 24 
Discussion of Results. . . . . . • . . . . . • 25 
Sunnnary. • . . . • . . . . . . . . . . . . 26 
SELECTED BIBLIOGRAPHY. . . • • . . . . • . . . . . • . . . • . • 27 
APPENDIX . . • • • • • • . • • . • • • • • . . • • • • • . . • 30 
iv 
LIST OF TABLES 
Table. 
I. Variable Reliability Estimates •• . . . . . . . . . . . . 
II. Correlations of Pay Comparison to Effort Variables •• 
III. Correlations of Intrinsic and Extrinsic Rewards to 
Effort Measures •••• . . . . . . . . . . . . . . . . 
IV. Correlations of Reward Variables to Perceived 
General Job Satisfaction. . . . . . . . . . . . . . . . 
v. Correlation Coefficients of Intrinsic and 
Extrinsic Variables ••• . . . . . . . . . . . . . . . 
V 
Page 
15 
17 
19 
20 
22 
CHAPTER I 
BACKGROUND 
Introduction 
Adams (1963) has presented a theory of inequity concerning the per-
ceived fairness of social exchanges and responses to perceived conditions. 
of inequity. For purposes of this study, the relevant exchange is that 
of inputs and outcomes between employee and employer. Inputs can be de-
scribed as those things a person contributes to an exchange such as ef-
fort, skill, education or experience. Outcomes are those things returned 
to Person such as pay, recognition or status. 
Person is felt to be consciously or u11consciously comparing his 
ratio of outcomes/inputs to another person's ratio or to another group's 
ratio. This comparison person is referred to as ''Other" and the com-
parer as "Person." Specifically, if Person perceives his ratio of inputs 
and/or outcomes differs from a relevant Other's ratio of inputs and/or 
outcomes, inequity exists. Adams points out that it is Person's per-
ceptions of inputs and outcomes that are important, and that the per-
ceptions may not always coincide with the actual situation. 
Adams continues by postulating that when inequity exists, it pro-
duces tension in Person. The greater the inequity, the greater the 
tension and the corresponding need to reduce it. If tension is great 
enough, Person will take action to restore balance to the exchange and 
reduce tension. Adams lists several possible ways Person can take ac-
tion. Possibilities include (1) changing level of Person's own inputs 
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or outcomes, (2) psychologically distorting perception of Person's or 
Other's inputs or outcomes, (3) acting on Other to force him to change 
levels of inputs or outcomes, or (4) changing Other. Adams notes that 
some of these possibilities are more viable alternatives and will be 
more easily accepted by Person. 
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Before discussing this study specifically, it is best to 'explore 
briefly a few previous findings concerning pay, intrinsic and other ex-
trinsic factors in relation to equity theory. 
A. Hourly Underpayment 
Most equity studies have emphasized equity of pay, and used pay to 
illustrate equity effects. These studies dealt with over and under pay-
ment in both hourly and piecerate categories. Adams' theory postulates 
that when Person perceives underpayment in the hourly situation, the 
tension produced by inequity will result in lower performance as the 
means to restore balance (equity) and reduce tension. This action has 
been questioned by Weick ( 1964, 1966) who believes Person wi 11 not re-
strict effort as a means to balance the relationship. He argues that 
Person will cognitively distort the intrinsic outcomes as higher than 
normal and in this way produce perceived equity. Basically Weick is ar-
guing that rather than actually reducing input (effort), it is easier 
for Person to enhance, or distort, his perception of intrinsic outcome. 
This "task enhancement1r would also produce. the desired perception of 
equity. 
Other studies have supported Weick's theory and even point to the 
possibility of increased effort due to the distorted higher intrinsic 
outcomes (Valenzi and Andrews, 1971 and Lawler, 1968b). This does not 
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however seem logically consistent with the findings that increased turn-
over also accompanie.s underpayment (Valenzi and Andrews, 1971 and Telly, 
Trench and Scott, 1971). If the perception of task is enhanced, it 
would seem that this should increase satisfaction, and turnover would 
be reduced by underpayment. At best, underpayment should have no effect 
on turnover, according to the task enhancement theory. 
A more logically sound argument would be that underpayment leads 
to dissatisfaction and lowered effort as a means to balance the equity 
ratio and reduce tension. This form of manipulation should be es-
pecially appealing to employees when the job is one that makes task en-
hancement, or any other adjustment of outcomes, difficult. In an equity 
review, Pritchard ( 1969) found underpayment results to generally support 
equity theory. It is interesting to note that in the piecerate situa-
tion, underpayment leads to the opposite results of increased effort, 
as an attempt to obtain higher outcomes by producing more pieces 
(Andrews, 1967, and Lawler and O'Gara, 1967). This illustrates that 
when outcomes are controllable, P'erson may manipulate them in order to 
balance ratiOSo 
B. Hourly Overpayment 
' As with any inequitable situation, hourly overpayment produces 
tension, which in this case results in increased effort by Person. Some 
reports have not confirmed this result. (Pritchard, 1969 and Valenzi and 
Andrews, 1971) and argue that if a subject's self-esteem is attacked as 
part of the intervention, high productivity is an attempt to prove sub-
ject's worth (Lawler, 1968b). Studies do however generally indicate 
that high productivity results from hourly overpayment (Adams and 
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Rosenbaum, 1962, Goodman and Jorgenson, 1972). Many studies have used 
control groups to minimize or isolate any effects of insecurity or self 
esteem attack. When subjects are told that their overpayment is caused 
by uncontrollable external conditions, the results seem to confirm 
equity theory predictions. Again it seems logical that increased effort 
is an easy way to reduce tension of overpayment and produce the desired 
balance in relation to Other. 
C. Intrinsic and Extrinsic Inequity 
Few studies have been made linking effects of intrinsic and ex-
trinsic inequity to Person's satisfaction or performance. Telly, French 
and Scott ( 1971). found that supervision, working conditions, and social 
contact inequity had significant depressing effects on employee motiva-
tion and satisfaction. Intrinsic aspects were also found to be important 
to employee satisfaction. Deci (1972) found that extrinsic inequity due 
to overpayment increased productivity, but caused dependence on money 
which decreased intrinsic motivation. Since few studies .have investi-
gated results of intrinsic and extrinsic inequity, this study w:ill 
di:i:ect attention to determi.nat:i.on of these inequity .effects., 
CHAPTER II 
CRITICISMS AND ISSUES UNRESOLVED 
As discussed in Chapter I, equity theory results have been ques-
tioned in the past concerning several methodological problems that have 
occurred in the studies. A major criticism of past studies has been the 
overuse of pay adjustments as the primary means of inducing feelings of 
inequity. To help resolve the pay criticism, this study has also taken 
into consideration intrinsic and other extrinsic factors. In addition, 
the study will attempt to avoid some of the other equity study criti-
cisms of task inefficiency, unavailable other and self esteem attacks. 
A. Task Inefficiency 
Two problems have been mentianed concerning previous equity study 
tasks used to assess performance. Pritchard ( 1969) and Goodman and 
Friedman (1971) believe that ~asks created ,Q~ laboratory studies leave 
too many possibilities for error. The most controversial task assign-
ment was that of subjects, obtaining interviews. The measurement of 
quality on interviews is difficult and quantity of interviews may easily 
be faked by subjects. These criticisms seem valid. 
A second question also causes doubt about the results of many 
equity studies. The criticis~ is that not enough time has been used 
during each study for a true test of results. A few hours work is not 
seen as sufficient time to obtain valid and reliable results. 
5 
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This study will avoid these problems by use of an actual work 
group, and by conducting the study in the field. This real liEe situa-
tion reduces the possibility of criticism of too short a time span being 
covered. Laboratory studies would become excessively expensive if a 
long time period was under consideration. Also, in this study the task 
is standard. Possibilities of error in measurement always exist, es-
pecially when dealing with perceptions, but an attempt was made to 
minimize them. 
B. Unavailable Other 
Weick (1966) pointed out that in many equity studies, Person 
lacked a relevant coworker or knowledge of Others that could be used 
for comparison. If no relevant comparisons are possible, the results 
of the study are highly questionable. In these cases, comparisons by 
Person are often made with a fictitious Other. 
In real life situations, Others are readily available and compari-
sons are constantly being made. In this study, subjects will be a lower 
education and occupational group. Goodman (1974) reported that in this 
case, referents would.probably be chosen from inside the organization. 
This reduces the problem of fictitious or unavailable Others. Recruit-
ment problems (Goodman and Friedman, 1971) are not relevant to this 
study since subjects are already at hand in a field situation. 
c. Self Esteem and Insecurity Effects 
As observed in current literature, there is much dispute about the 
hourly overpayment effect of increased productivity. Several authors 
(Pritchard, 1969, Lawler, 1968a; and Valenzi and Andrews, 1971) argue 
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that high productivity is caused by attacking subjects' self esteem, 
thus causing a need. to reinforce their self-concept. When a part of 
the laboratory intervention does attack self esteem, this :i,s believed 
to also produce job insecurity. These studies point out that subjects 
overpaid "by circumstance" do not produce more than equitably paid sub-
jects. 
This explanation is not seen as valid in other studies that at-
tempt to minimize or reverse the circumstance by lowering pay as the 
intervention (Adams and Jacobsen, 1964). A later study by Goodman and 
Friedman (1968) used control groups in addition to experimental groups 
and found the self esteem factors to probably be less important than in-
equity. 
The advantage of a field study is that intervention is not neces-
saryo Naturally perceived inequities can be measured and possibly help 
settle this dispute. In summary, the problems of unavailable Other, 
task inefficiencies, and self esteem attacks are avoided by making a 
field study. If enough field stuiies are completed, equity theory dis-
putes over these topics may be resolved. One of the major purposes of 
this study is to contribute to the resolution o.f these criticisms. 
D. Purposes of Study 
This study measures the effects of perceived equity of payments, 
intrinsic factors and extrinsic factors on employees satisfaction and 
effort in an hourly payment situation. Several aspects make this study 
unique in comparison to other equity studies. One is that respondents 
are from a lower economic class than most other equity study subjects 
have been drawn from. The applicability of equity theo.ry to this very 
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large group of lower paid employees is of great significance. The plug-
ging of this gap relates to a problem encountered throughout industry, 
the motivation of hourly workers at the lower pay levels. 
Secondly, little research has dealt with equity of intrinsic and 
extrinsic factors and their relationship to effort and satisfaction. 
With most research being emphasized toward pay, it seems appropriate 
that intrinsic and other extrinsic factors should be explored. These 
factors could easily prove to be much more important to employees than 
is pay. 
A third unique aspect of this study is that satisfaction is also 
tested. Satisfaction has not been shown to have a strong relationship 
to performance (Lawler & Porter, 1967) but most employers value em-
ployee satisfaction as a moral goal and make a positive commitment to 
maximize satisfaction as well as performance. The moral aspects o.f 
satisfaction study make it imperative that employers attempt to maximize 
both effort and satasfaction. 
The importance 'of.the study of employee effort is obvious. If these 
equity to effort relationships can be clearly defined and understood, 
salary and policy administration can take a more effective ·course of ac-
tion. Effort, resulting in better job performance, is continually being 
measured and relates directly to our standard of living. 
An additionally interesting note is that the subjects are an ac-
tual work group, and the study is conducted. in the field. This real 
life situation overcomes many of the criticisms of equity studies. Since 
Person has a close and relevant Other that he deals with every working 
day, the results may be more meaningful. The criticisms of task in-
efficiency, unavailable other and self esteem attacks have marked equity 
theory and can be reduced by making a field rather than a laboratory study. 
CHAPTER III 
RESEARCH DESIGN & HYPOTHESES 
A short background of equity theory has been given, and the issues 
currently unresolved have been discussed. The purposes of the study 
should now be followed by specifics of what the study is about, and 
methods used to investigate these issues. 
A. Hypotheses 
Four hypotheses are designed in an attempt to clarify equity theory, 
and investigate issues unresolved. As previously mentioned, the inde-
pendent variables are hourly underpayment, hourly overpayment, other ex-
trinsic rewards and intrinsic rewards. The purpose of the study is to 
determine the relationship of these independent variables to the de-
pendent variables of satisfaction and effort. The four hypotheses were: 
L. '£here is a posiitive· association of perceived p:ay to 
perceived effort. 
II. There is a negative association of perceived pay 
inequity to pe.:r::oeiv:ed general Job satisfaction. v 
III. There is a positive association of perceived in-
trinsic and extrinsic rewards to perceived effort. 
IV. There is a positive association of perceived in-
trins.ic and extrinsic rewards to perceived general 
job satisfaction. 
The hypotheses follow the predictions as they would be made by 
equity theory and for the most part, results of previous research. 
The first hypothesis would associate perceived high pay to high 
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effort in the hourly situation given. Correspondingly the hypothesis also 
follows equity theory in that perceived underpayment will decrease ef-
fort. As discussed by Weick and Mes set ( 1968:) and Adams ( 1965) several 
ways to seek equity are possible. Some of them are to altar outcomes 
(wages), cognitive distortion (task enhancement), leaving the field, 
changing Other or acting on Other. In this study it would be very hard 
for subjects to altar outcomes or cognitively distort the status of the 
task (custodial work). Since leaving the field and acting on Other is 
the result of only extreme cases, effort manipulation seems the most 
viable alternative. 
The second hypothesis, because little research has been done, was 
inferred from equity theory and the existing research. It states that 
the association of perceived pay inequity, either overpayment or under-
payment, wi 11 be negative to general job satisfaction. Of course, low 
pay usually arouses dissatisfaction, but hourly overpayment is also be-
lieved to relate negatively. 
It is interesting that.satisfaction would be low when subjects per-
ceive overpayment. This was the case however in a study by Pritchard, 
Dunnette and Jorgenson (1972). It can be explained as the high degree 
of tension resulting from the worry that higher than normal pay increased 
job requirements. Subjects t-Tere afraid these job requirements could not 
be met and that pay was inconsistent with present responsibilities (Giles 
and Barrett, 1971). 
This satisfaction theory is generally supported in a study by Finn 
and Lee (1972). They found greater dissonance, ·less favorable working 
conditions and a higher propensity to terminate from those in the in-
equity sample. Vroom ( 1964) also contended that workers prefer equity 
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and emphasized that they perfo.nn to maximize equity. 
The third hypothesis predicts that as intrinsic and extrinsic re-
wards are perceived as high, effort will also be perceived as high in 
an attempt to balance the relationship. The corresponding prediction 
is that low perceived rewards associate to low perceived effo.rt. This 
extends the equity theory work that emphasized pay to include the var-
iables of intrinsic and other extrinsic rewards. Since little previous 
research has been completed, it is assumed relationships will be com-
parable to those of pay studies. 
The fourth hypothesis also reaches into a relatively unexplored 
area. It predicts the same positive relationship of intrinsic and ex-
trinsic rewards to job satisfaction. As intrinsic and extrinsic rewards 
are perceived as hig.h in comparison to relevant others, high satisfaction 
would result. Low rewards would associate with lower satisfaction. 
Since intrinsic rewards are a personal matter and other extrinsic re-
wards may not be as important relative to pay, overreward may not pro.-
duce enough tension to -Teduce satisfaction below that of perceived 
equity. In lower paid groups, pay becomes so important that overpayment 
should produce excessive tension. Intrinsic and other extrinsic over-
reward will probably not p,roduce this level of tension. The items 
which make up the .facto.rs 0£ int:..rinsic .and other extrinsic variables 
will be given in another section explaining the questionnaire. 
B. Subjects 
The study tested inequity perceptions of a group of hourly paid 
custodial workers. Since the study deals with employees at lower wage 
rates, it is different than many other studies. Of the one hundred and 
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fifty workers, stucLent and O'ther part-time employees were excluded 
leaving over one hundred full-time permanent employees as possible sub-
jects. Also excluded were the four foremen and the superintendent •. 
The job content of the group is highly similar and pay is also in-
side a very narrow range. Approximately fifteen percent pay differential 
exists from the highest to lowest paid employee in respondent group. 
In 197J an extensive cleaning assignments study was made by independent 
management consultants which enumerated tasks and square feet cleaning 
assignments per person, dependent on thoroughness of cleaning desired. 
The operation of the group closely follows this study, making assign-
ments per employee very consistent and as equitable as practical. New 
employees are all hired at the minimum of the present pay range. An-
nual pay raises, above the current range minimum, closely correspond to 
training and longevity. As previously mentioned, similarity of tasks and 
budget restraints do not allow the highest paid employee to go more than 
approximately fifteen percent ab:ove minimum. The result is what ap.pears 
to be a highly equitable situation, roughly equal work and pay. 
C. Instruments 
The main instrument was a fifty-four item questionnai~e completed 
by subjects. The questiormaire :is included as an appendix to this re-
port. The first eighteen questions were a measure of overall job satis-
faction created by Brayfield and Rothe -( 1951). The satisfaction ques-
tions are very general, easily read, and are designed to obtain an index 
of overall satisfaction by using a short questionnaire and a Likert 
----------·-~·~-~--···--··-----
Sforing system .. 
The remainder of the questions are designed using the same Likert 
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scale and short, easily read questions .. These questions are adaptations 
of the Minnesota Satisfaction Questionnai;-~ (Weiss, et al., 1967)' but 
~------,-~.._,.,,~--~- .. -.-.-.,,,.~-·-··-·"-· .,. "' ______ ...... .,. ..... - ---
reworded to measure equity p,erception rather than satisfaction. Three 
questions deal with effort, five with pay, fourteen with other extrinsic 
factors, and fourteen with intrinsic factors. They are in random order 
with about half stated in comparative terms and half in absolute terms. 
Some questions are worded negatively and others positively. A half and 
half split was approximated among negative and positive wording. 
Examples of intrinsic question items are achievement, independence, 
social service and creativity. Extrinsic item examples are security, 
recognition, supervision and working conditions. The issue of each 
question is readily discernable when reading the questionnaire. All the 
questions were written assuming that a short, easily understood ques-
tion was best. 
Questions were designed so that each subject had both an absolute 
and a comparison question included. For example in the intrinsic varia-
ble, fourteen questions 'W"ere included, seven each of comparison and ab-
solute wording .. The, comparison questions directly measured perceptions 
of equity, while the absolute questions served as a r~fer,~nce and check 
of respondents' general feeling but not in comparison to relevant Other. 
A second instrutnent was administered to test the superintendent's 
and foremen's perceptions of respondents' efforts •. It is also included 
in the appendix and shows three questions relating to effort. The, ques-
tions were the three effort questions used in the other questionnaire 
but with slight alterations •. The superintendent completed these three 
questions relating to each respondent. The, superintendent maintains a 
close working relationship with the full-time employees and conducts all 
training sessions personally, as well as all interviewing, hiring and 
dismissals. The superintendent is also very aware of each employee's 
work and is continually checking work on a routine and "exceptions" 
basis. 
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The four foremen also completed the same three item questionnaire 
relating to respondent's effort, but they rated only those employees 
under their own supervision. The foremen obviously have a good general 
knowledge of their employees' effort because they routinely survey the 
cleanliness of assigned rooms and work with the employees daily. 
As shown in the reliability estimates, Table I, the foremen and 
superintend~nt effort questions were of satisfactory reliability. The 
estimates for other variables were of different reliabilities but were 
at usable levels. 
D. Procedures 
The questionnaire was administered to employees at a monthly group 
meeting called by the superintendent. The questionnaires were in en-
velopes with each full-time employee's name on the outside. Question-
nai,res were numbered so that when respondents returned them, they could 
be matched to the individual. Of the 88 employees present, 84 usable 
questionnaires were returned. 
Prior to distribution of the questionnaires, employees were told of 
the study as being a requirement of degree completion and that their own 
opinions were the correct responses. Respondents were assured that data 
would be held confidential and that there were no right or wrong answers. 
The questionnaire was completed within a reasonable time and collected 
from all respondents. 
l5 
TABLE I 
VARIABLE RELIABILITY ESTIMATES 
k r] ~ o--z ) k = # of items per variable rkk = iZ=1 4"'Z. where y = variable i i = items 
Effort 
Superintendent = 3 4.00 - 2.37 = .611 2 4.00 
Effort 
Foremen = 3 6.72 - 3.14 = .799 
2 6. 72 
Effort 
Employee = 3 3.02 - 2.35 = .333 2 3.02 
Satisfaction = 18 28.08 - 11. 21 = .636 
17 28.08 
Pay 
Absolute = 1 3.38 - 2.21 = • 519 
2 3.38 
Pay 
Comparison = 2 2.14 - 1.68 = .430 
T 2.14 
Intrinsic 
Absolute = 7 7.82 - 3.74 = .609 
6 7.82 
Intrinsic 
Comparison = 7 7 .17 - 4.13 = .495 
6 7.17 
Extrinsic 
Absolute = 7 7.65 - 3.51 = .631 
6 7.65 
Extrinsic 
Comparison = 7 10. 77 - 5.40 = • 582 6 10. 77 
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The following day the effort questionnaires were distributed to the 
foremen and superintendent.. They completed the questionnaires satis-
factorily and returned them promptly. The completion of the two ques-
tionnaires at roughly the same time should reduce possibilities for bias 
due to time differences .. 
CHAPTER IV 
ANALYSIS OF DATA 
The four hypothes.es were tested utilizing data from the question-
naires with Product Moment correlations being used as the tool for 
analysis. 
A. Hypothesis One 
The first hypothesis predicted a positive association of perceived 
pay to perceived effort. To test this hypothesis, the three effort 
measures (employees, foremen and superintendent) were correlated to. the 
employees' perceptions of pay .. As mentioned previously, the pay ques-
tions were of both absolute. and comparison type with the comparis.on 
questions measuring more ~curately feelings of equity. 
Effort Variable 
TABLE II 
CORRELATI@NS OF PAY COMPARISON 
TO EFFORT VARIABLES, 
Correlation 
Coefficient 
Effort Superintendent. 
- •. 010 
Effort Foremen 
.083 
Effort Employee 
-.331 
N = 84 
17 
Significance 
Probability 
> .. 92.2 
>~541 
~ .. 003 
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Surprisingly, correlations of the absolute pay questions to effort 
measures, .122, -.080, and -.303, were very similar to pay comparison 
correlations. This suggests that subjects may have been drawing their 
Other for comparison from outside of the group. 
The mean pay score of 2.8 o,n a one to five scale, indicated that 
subjects felt substantially underpaid., The negative correlation of pay 
to employees self evaluation of effort indicated that they did not per-
ceive reduced effort due to low absolute pay. This is in dispute of the 
expected findings and equity theory. This negative correlation could 
suggest that employees feeling underpaid work harder, but this is prob-
ably not the best evaluation. 
B. 'Hypothesis Two 
The second hypothesis was that a negative association of perceived 
pay inequity to perceived general job satisfaction would exist. As men-
tioned previously, both inequity of underpayment or overpayment should 
reduce satisfaction. To test this situation it was necessary that the 
pay scale be folded to merge both inequity situations of over and under-
paymen~I" A product moment correlation then resulted in a coefficient of 
-.154 for pay comparison to general satisfaction. This yielded a sig-
nificance probability of > .158. 
Although the results of this hypothesis were not as strong as de-
sired, the negative correlation does seem to indicate that inequity re-
duces general job satisfaction. Because of the method of folding the 
scale, it is impossible to detennine if overpayment is as strong a dis-
satisfier as underpayment. Another drawback ~as that few subjects re-
ported perceived overpayment, thus limiting the number of conclusions 
·" 
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that could be drawn. 
c. Hypothesis Three 
The third hypothesis related a positive association ef perceived 
intrinsic and extrinsic rewards to perceived effort. This relationship 
would indicate that as reward perceptions varied, effort would vary in 
an attempt to balance the relationship. Table III shows the correlation 
coefficients appropriate to hypothesis three. 
Reward Variable 
Intrinsic 
Absolute 
Intrinsic 
Comparison 
Extrinsic 
Absolute 
Extrinsic 
Comparison 
* P < .003 
** P ( .005 
TABLE III 
CORRELATIONS OF INTRINSIC AND 
EXTRINSIC REWARDS TO EFFORT MEASURES 
Effort Effort 
Superintendent Foremen 
.099 -.143 
--0~9 .033 
.084 -.019 
.113 .043 
N = 84 
Effort 
Employee 
-.069 
-.060 
-.333* 
- • 30(>** 
The only noteworthy significance probabilities were extrinsic ab-
solute to effort employee and extrinsic comparison to effort employee 
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with levels of <.003 and <.005 respectively. The absence of signifi-
cant correlations .throughout the effort superintendent and effort fore-
men variables suggests that rewards have little if any effect upon ef-
fort as observed by others. These more objective effort measures follow 
the results of hypothesis one that indicate employees' reward percep-
tions have little effect upon overt effort. Overall, the results were 
in opposition of expected findings. 
D. Hypothesis Four 
The fourth hypothesis was that there is a positive association of 
perceived intrinsic and extrinsic rewards to perceived general job sat-
isfaction. The comparison of intrinsic and extrinsic rewards to Other 
are measured more accurately by comparison questions than by absolute 
questions. If Person feels underrewarded, logic tells us that low sat-
isfaction should result. If Person feels equitably overrewarded, satis-
faction should be higher. Table IV shows the results of correlation 
analysis. (Pay is not: a part .of the extrinsic rewards ·variables.) 
TABLE IV 
CORRELATIONS OF REWARD VARIABLES 
TO PERGBIVED GENERAL' JOB SATISFACTION 
Correlation 
Reward Variable Coefficient 
Intrinsic Absolute .141 
Intrinsic Comparison .419 
Extrinsic Absolute .377 
Extrinsic Comparison .544 
N = 84 
Significance 
Probability 
< .200 
< .001 
< .001 
< .001 
Three coefficients showed a highly significant probability of posi-
tive correlation to satisfaction with the other coefficient also in the 
expected direction. These findings support the idea that satisfaction 
is greatly reduced when rewards are low or inequity exists that deprives 
employees of equal reward. 
In summary, intrinsic and extrinsic rewards highly cor'relate to 
satisfaction. The employee perceptions of level, and especially equit-
ability of rewards, appear to have great influence upon general job 
satisfaction. As mentioned in the section about instruments, this 
questionnaire is not testing satisfaction with any specific item. The 
goal was to test general job satisfaction, or the entire job attitude 
an employee holds. 
E. Other Findings 
Several other correlations resulted from data analysis that were 
interesting, but not tied directly to any hypothesis. One result was 
that the pay comparison to pay absolute questions correlated as .329 
with a .0003 significance probability. This can be interpreted that a 
high absolute level of pay perception often associated to a high percep-
tion of pay in comparison to Other's pay. For this st,udy, with its low 
mean pay scores, the correlation probably is indicating that low abso-
lute pay perception associates to low perception of pay in comparison 
to Other. 
This seems logical at face, but may not necessarily always be the 
result. For instance, many executives may feel high absolute pay, but 
a low perception when compared to relevant Other. When future research 
deals with a high pay group, this question could be tested. The results 
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probably will vary greatly, dependent on the group being testad. 
A second interesting correlation group was the effo.rt to satis--
faction coefficients. The superintendent, foremen and employee effort 
measures correlated to satisfaction as .05, •. 05 and .04 respectively. 
These very low correlations seem to confirm that satisfaction has little 
effect on effort. The justification for desiring increased employee 
satisfaction should then center upon moral obligations and reduced turn-
over rather t.han performance increases. 
Another very interesting result of the analysis was the intrinsic 
and extrinsic reward variables correlations. Table V lists the corre-
lations, all of which register a .01 or smaller significance probability 
with the exceptions of intrinsic comparison to pay absolute and intrin-
sic absolute to pay comparison. 
VARIABLE 
Intrin,sic 
Absolute 
Intrinsic 
Comparison 
Extrinsic 
Absolute 
Extrinsic 
Comparison 
*P < .01 
TABLE V 
CORRELATION COEFFICIENTS OF 
INTRINSIC AND EXTRINSIC VARIABLES 
Pay Pay Extrinsic Extrinsic 
Absolute Compa.rison Comparison ,.Absoiute 
.328* .139 .434* .472* 
.128 .319* .574* .503* 
.284* .388* . • 721* 
.365* .373* 
N = 84 
Intrinsic 
Compartson 
.511* 
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These results indicate that given a perception of absolute reward 
level, the employee will closely associate to that perception when mak-
ing comparisons to Other. As in the pay situation, high absolute reward 
perception associated to high comparison reward perception. Again, the 
situation can greatly affect this finding and it could be the reverse 
under different circt.nnstances. 
The correlation of intrinsic to extrinsic variables also indicates 
that the perceptions of these reward variables is highly interrelated. 
If a person feels highly rewarded intrinsically, the perceptions of ex-
trinsic reward seem to follow. Mean scores were very close and above 
average for both of these variables. This may be an indication of over-
all job feeling, that permeates an employee's entire attitude. 
Mean scores for pay were considerably lower however than for other 
reward variables, but pay still correlated positively and significantly. 
This reinforces a theory of overall job feeling, since a considerably 
different perception level existed and coefficients still indicated 
interactions. 
In several cases, the results of data analysis proved to be some-
what different than the expected findings. A short discussion and st.nn-
mary reviews these results. 
CHAPTER V 
DISCUSSION AND SUMMARY 
A. Discussion of Results 
The data analysis as presented in Chapter IV is now used to draw 
several conclusions about hypotheses results. 
Hypothesis one analysis, would at face value indicate that em-
ployees perceiving underpayment work harder. A second analysis might 
suggest however, that due to the very low significance of two pay to 
effort correlations, pay has little influence upon effort. The foremen 
and superintendent's correlations do have a greater chance of objectiv-
ity than does the employee self evaluation. 
This brings up the possibility that in a pay system with very 
little allowance for merit, the perceptions of pay may be affected more 
than effort. For example, a person prone to naturally exerting great 
effort realizes that little merit pay is being awarded. This person con-
tinues to exert effort but with perceptions of being undercompensated. 
Conversely a low effort person receiving roughly equivalent pay, feels 
overpaid in comparison to Other. Thus for the employees' perceptions, 
negative correlations result. Foremen and superintendent effort evalu-
ations show little correlation to employee pay perceptions, this rein-
forces the belief that effort is not dependent upon pay. 
Hypothesis two results indicated that inequity of payment tends to 
decrease job satisfaction. Since over and underpayment inequity were 
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combined when folding the scale, the individual results were not avail-
able. Further research on the strength of dissatisfaction caused by 
overpayment as compared to underpayment would be very useful to managers. 
Hypothesis three analysis indicated that intrinsic and extrinsic 
reward perceptions have little effect upon effort as observed by super-
visors. The employee's self evaluations of effort correlated negatively 
to rewards. As discussed in connection with hypothesis one, this could 
indicate that high effort employees feel underrewarded and low effort 
employees overrewarded. In a large work group with very few selective 
rewards possible, this result seems logical. The results could be quite 
different in a smaller, closely supervised environment, or one with 
sizeable merit rewards. 
Hypothesis four supported the positive association of rewards to 
satisfaction. It should be noted that the reward variables are measures 
of employee perceptions and may not be indicative of the actual situa-
tion. In this situation, it appeared that roughly equal work and re-
wards were present. Using a five point scale, mean scores of 3.7 for 
intrinsic and 3.7 for other extrinsic rewards indicated much higher 
perceptions of these rewards than were recorded for pay (2.8). Em-
ployees thus felt adequately rewarded in areas other than pay.- The 
point is that employee perceptions are much more important to satisfac-
tion than is the employer's perception. If satisfaction is a goal, in-
creased perceptions are as important as the actual increase of rewards. 
Equitable distribution of rewards is probably more important than the 
level of absolute rewards. This is illustrated by the correlations for 
comparison variables being higher than correlations for absolute varia-
bles. 
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B. Summary 
Several major conclusions may be drawn from the results of this 
study. One of these is that pay, intrinsic and other extrinsic rewards 
have little effect upon employee effort as observed by superiors. The 
reward levels do seem to change perceptions of absolute level and feel-
ings of equity, but this does not appear to be associated with effort 
increase or decrease. Employees were simply not using effort manipula-
tion as a form of balancing their relationships. 
A second major conclusion may be drawn concerning satisfaction. 
As discussed in concern with hypothesis two, inequity did appear to re-
duce general job satisfaction. Hypothesis four supported the satis-
faction to rewards relationship both on an absolute and comparison 
basis. Thus pay, intrinsic and other extrinsic variables did greatly 
influence the employees' satisfaction, but not effort. 
This is consistent with another finding brought out by analysis. 
Satisfaction had a very low association to effort. As mentioned be-
fore, if a case is being made for higher employee rewards, the main 
should not be that greater satisfaction increases performance. 
The tests of reward effects ,on effort do not support equity theory 
because these rewards simply do not appear to influence effort. Re-
wards do seem to associate to satisfaction and thus could be used to 
contro turnover or attendance, but not effort. 
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QUESTIONNAIRE 
(Completed by subjects) 
ll 
Different things about your job make you feel satisfied or not 
satisfied. This questionnaire is part of a study and asks you to de-
scribe how you feel about your present job. Please be frank and honest, 
your answers are confidential. There are no right or wrong answers. 
Just circle the response below each question which best describes 
how you feel about your present job. For example if you agree with the 
following statement, you would circle agree. 
EXAMPLE: There are some conditions concerning my job that could be im-
proved. ~ 
Strongly Undecided Disagree Strongly 
Disagree Agree 
Please circle your answers to the rest of the questions, not spending 
too much time on any one question. Thank you. 
1. My job is like a hobby to me. 
Strongly Agree Um;lecided 
Agree 
Disagree Strongly 
Disagree 
2. My job is usually interesting enough to keep me from getting bored. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
3. It seems that my friends are more interested in their jobs. 
4. 
s. 
6. 
7. 
8. 
9. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
I consider my job rather unpleasant. 
Strongly Agree Undecided Disagree 
Agree 
I enjoy my work more than my leisure time. 
Strongly Agree. Undec;:id~d Disagree 
Agree ._, 
I am often bored with my job. 
Strongly Agree Undecided Disagree 
Agree 
I feel fairly well satisfied with my present job. 
Strongly Agree Undecided Disagree 
Agree 
Most of the time I have to force myself to go to work. 
Strongly Agree Undecided Disagree 
Agree 
I am satisfied with my job for the time being. 
Strongly Agree Undecided Disagree 
Agree 
Strongly 
Disag;ree 
Strongly 
pisagree 
Strongly 
Disagree 
Strongly 
Disagree 
Strongly 
Disagree 
Strongly 
Disagree 
10. I feel that my job is no more interesting than others 
Strongly Agree Undecided Disagree 
Agree 
11. I definitely dislike my job. 
Strongly Agree Undecided Disagre_e 
Agree 
1 could get. 
Strongly 
Disagree 
Strongly 
Disagree 
12. I feel that I am happier in my work than most other people. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
13. Most days I am enthusiastic about my work. 
Strongly Agree Undecided Disagree 
Agree 
14. Each day of work seems like it will never end. 
Strongly Agree Undecided Disagree 
Agree 
15. I like my job better than the average worker does. 
Strongly Agree Undecided Disagree 
Agree 
16. My job is pretty uninteresting. 
Strongly Agree Undecided Disagree 
Agree 
17. I find real enjoyment in my work. 
Strongly Agree Undecided Disagree 
Agree 
18. I am disappointed that I ever took this job. 
Strongly Agree Undecided Disagree 
Agree 
19. I am paid about right for the work I do. 
Strongly Agree Undecided Disagree 
Agree 
Strongly 
Disagree 
Strongly 
Disagree 
Strongly 
Disagree 
Strongly 
Disagree 
Strongly 
Disagree 
Strongly 
Disagree 
Strongly 
Disagree 
20 I have as good a chance as anyone to make use of my abilities. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
L me a chance of advancement. 
Agree Undecided Disagree 
22. I can see the results of my work. 
Strongly Agree Undecided Disagree 
Agree 
Strongly 
Disagree 
Strongly 
Disagree 
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23. Policies and practices toward employees are administered unequally. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
24. I work much harder at my job than other people do. 
Strongly Agree Undecided Disagree 
Agree 
Strongly 
Disagree 
2 s. Other people 
methods. 
Strongly 
have a better chance than I of trying their own job 
Agree Undecided 
Agree 
26. Its noticed when I do a good job. 
Strongly Agree Undecided 
Agree 
27. I receive a chance to work by myself. 
Strongly Agree Undecided 
Agree 
Disagree 
Disagree 
Disagree 
Strongly 
Disagree 
Strongly 
Disagree 
Strongly 
Disagree 
28. My job provides for steadier employment than most other jobs. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
29. I am overpaid for the amount of work I do. 
Strongly Agree Undecided Disagree 
Agree 
30. I do not have as much freedom as other people to use 
ment. 
Strongly Agree Undecided Disagree 
Agree 
31. My boss treats me well. 
Strongly Agree Undecided Disagree 
Agree 
32. My job gives me a chance to ,help people. 
Strongly Agree Undecided Disagree 
Agree 
my 
Strongly 
Disagree 
own judg-
Strongly 
Disagree 
Strongly 
Disagree 
Strongly 
Disagree 
33. My boss helps me less than he helps others when there is a hard 
problem. 
Strongly Agree Undecided 
34. If I tried harder I could do more work. 
Strongly Agree Undecided 
Agree 
Disagree 
Disagree 
35. My pay is too low, compared to other workers. 
Strongly Agree Undecided Disagree 
Agree 
Strongly 
Disagree 
Strongly 
Disagree 
Strongly 
Disagree 
36. My job does not have as much variety as most jobs. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
37. My working conditions are favorable. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
38. I have a good chance to do the kind of work that I do best. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
39. My job gives me a better chance of getting ahead than other jobs. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
40. Compared to similar jobs in other companies, my pay is higher. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
41. The results of the work T do are easier to see than in many other .L 
jobs. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
42. The policies and practices of this job are good. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
43. I am able to try some of my own ideas. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
44d I do not receive as much recognition as others for the same amount 
of work. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
q. s. A lot of effort goes into my work 
t Agree Undecided Disagree Strongly 
Disagree 
46 I have a better chance than other people do to work alone on the 
job. 
St Undecided Disagree Strongly 
Disagree 
47. job provides for a secure future. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
48. I have a chance to make decisions on my own. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
49. 
so. 
51. 
52. 
53. 
54. 
·3·5 
My boss treats each employee the same. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
For the type of work I do, my wages are too low. 
Strongly Agree Undecided Disagree Strongly 
Agree Disagree 
My job allows a better than average chance to be of service to 
others. 
Strongly Agree Undecided Disagree 
Agree 
I receive help when I have a problem on the job. 
Strongly Agree Undecided Disagree 
Agree 
I have a chance to do different things from time to time. 
Strongly Agree Undecided Disagree 
Agree 
I have more pleasant working conditions than most people. 
Strongly Agree Undecided Disagree 
Agree 
Strongly 
Disagree 
Strongly 
Disag·ree 
Strongly 
Disagree 
Strongly 
Disagree 
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QUESTIONNAIRE 
(Completed by su~erintendent and foremen) 
Please write in SA for strongly agree, A for agree, U for un-
decided, D for disagree or SD for strongly disagree, as the following 
three questions pertain to the employees you supervise. Thank you. 
Question 1: He/she works harder at his/her job than the average person 
does. 
Strongly Agree Undecided Disagree 
Agree 
Question 2: If he/she tried harder he/ she could do more 
Strongly Agree Undecided Disagree 
Agree 
Question .3: A lot of effort goes into his/her work. 
Strongly Agree Undecided Disagree 
Agree 
Thank you. 
Note: Listings of appropriate employees' names 
with space for answers accompanied this form. 
Strongly 
Disagree 
work. 
Strongly 
Disagree 
Strongly 
Disagree 
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